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INDEPENDENT AUDITOR’S REPORT

Board of Directors
Parma Sandstone Fire Department
Parma, Michigan

We have audited the accompanying financial statements of the governmental activities and
the major fund and aggregate remaining fund information of the Parma Sandstone Fire
Department (the Department) as of and for the year the ended March 31, 2008, which
collectively comprise the Department’sbasic financial statements as listed in the table of
contents. These financial statements are the responsibility of the Department’s 
management. Our responsibility is to express opinions on these financial statements based
on our audit.

We conducted our audit in accordance with auditing standards generally accepted in the
United States of America. Those standards require that we plan and perform the audit to
obtain reasonable assurance about whether the financial statements are free of material
misstatement. An audit includes examining, on a test basis, evidence supporting the
amounts and disclosures in the financial statements. An audit also includes assessing the
accounting principles used and significant estimates made by management, as well as
evaluating the overall financial statement presentation. We believe that our audit provides a
reasonable basis for our opinions.

In our opinion, the basic financial statements referred to above present fairly, in all material
respects, the respective financial position of the governmental activities and each major fund
of the Parma Sandstone Fire Department as of March 31, 2008, and the respective changes
in financial position for the year then ended in conformity with accounting principles
generally accepted in the United States of America.
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Parma Sandstone Fire Department
Independent Auditor’s Report
Page Two

The budgetary comparison information on pages 19-20 is not a required part of the basic
financial statements but is supplementary information required by accounting principles
generally accepted in the United States of America. We have applied certain limited
procedures, which consisted principally of inquiries of management regarding the methods
of measurement and presentation of the required supplementary information. However, we
did not audit the information and express no opinion on it. The Department has not
presented the management’s discussion and analysis that accounting principles generally
accepted in the United States has determined is necessary to supplement, although not
required to be a part of the financial statements.

MARKOWSKI & COMPANY CPAs
August 21, 2008
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Government-Wide Financial Statements

Governmental Fund Financial Statements

BASIC FINANCIAL STATEMENTS



Statement of Net Assets

Statement of Activities

GOVERNMENT-WIDE FINANCIAL STATEMENTS



Total
Governmental

Funds
ASSETS:
Current Assets:
Cash 254,867$
Investments 204,691
Interest receivable 7,680
Prepaid expenses 8,208
Due from other governments 7,445

Total current assets 482,891

Noncurrent Assets:
Capital assets, net of accumulated depreciation 419,815

Total assets 902,706

LIABILITIES:
Current Liabilities:
Accounts payable -
Accrued payroll -
Deferred revenue 253,148

Total current liabilities 253,148

NET ASSETS:
Invested in capital assets 419,815
Unrestricted 229,743

Total net assets 649,558$

The accompanying notes are an integral part of this statement.

PARMA SANDSTONE FIRE DEPARTMENT
STATEMENT OF NET ASSETS

MARCH 31, 2008
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Operating Capital Net
Charges for Grants & Grants & (Expense)

Functions/Programs: Expenses Service Contributions Contributions Revenue
Government activities:

Public safety (211,655)$ 3,745$ 265,002$ 61,491$ 118,583$

Total governmental activities (211,655)$ 3,745$ 265,002$ 61,491$ 118,583

General revenues:
Interest and rents 13,843
Donations 3,845
Other 389

Total general revenues 18,077

Change in Net Assets 136,660

Net Assets - Beginning (as restated) 512,898

Net Assets - Ending 649,558$

The accompanying notes are an integral part of this statement.

PARMA SANDSTONE FIRE DEPARTMENT
STATEMENT OF ACTIVITIES

THE YEAR ENDED MARCH 31, 2008
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Governmental Funds Balance Sheet

Reconciliation of the Governmental Funds Balance Sheet to the
Statement of Net Assets

Governmental Funds Statement of Revenues, Expenditures, and
Changes in Fund Balances

Reconciliation of the Govermental Funds Statement of Revenues, Expenditures,
and Changes in Fund Balances to the Statement of Activities

GOVERNMENTAL FUND FINANCIAL STATEMENTS



Total
General Insurance Governmental

Fund Recovery Fund Funds
ASSETS:
Cash 254,867$ -$ 254,867$
Investments 201,313 3,378 204,691
Interest receivable 7,680 - 7,680
Due From Other Governments 135 7,310 7,445

Total assets 463,995$ 10,688$ 474,683$

LIABILITIES:
Accounts payable -$ -$ -$
Accrued payroll - - -
Deferred revenue 252,521 627 253,148

Total liabilities 252,521 627 253,148

FUND BALANCE:
Unreserved 211,474 10,061 221,535

Total Fund balance 211,474 10,061 221,535

Total liabilities and fund balance 463,995$ 10,688$ 474,683$

The accompanying notes are an integral part of this statement.

PARMA SANDSTONE FIRE DEPARTMENT
GOVERNMENTAL FUNDS BALANCE SHEET

MARCH 31, 2008
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Total fund balance - total governmental funds 221,535$

Amounts reported for governmental activities in the statement of net assets
are different because:

The Department pays membership dues, radio maintenance, and
insurance premiums for periods which end after its fiscal year end. In
the government-wide financial statements, the unused portion of these
expenditures are reported as prepaid expenses. 8,208

Capital assets used in governmental activities are not current financial resources
and therefore are not reported in the governmental funds balance sheet.

Add - Capital assets 1,041,943
Deduct - Accumulated depreciation (622,128)

Net assets of governmental activities 649,558$

The notes to the financial statements are an integral part of this statement.
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PARMA SANDSTONE FIRE DEPARTMENT
RECONCILIATION OF THE GOVERNMENTAL FUNDS BALANCE SHEET

TO THE STATEMENT OF NET ASSETS
MARCH 31, 2008



Total
General Insurance Governmental

Fund Recovery Fund Funds
REVENUES:
Intergovernmental:
Government contributions:

Sandstone Charter Township 187,977$ -$ 187,977$
Parma Township 77,025 - 77,025

Total government contributions 265,002 - 265,002
Federal grants - 61,491 61,491

Total intergovernmental 265,002 61,491 326,493
Charges for service - 3,745 3,745
Interest 13,332 511 13,843
Donations - 3,845 3,845
Other - 389 389

Total revenues 278,334 69,981 348,315

EXPENDITURES:
Public Safety:
Chief's salary 12,000 - 12,000
Officer's salaries 10,500 - 10,500
Firefighter wages 52,131 - 52,131
Payroll taxes 5,709 - 5,709
Workers compensation insurance 6,671 - 6,671
Chief's expenses 501 - 501
Office supplies 756 - 756
Operating supplies 710 300 1,010
Repairs and maintenance 3,313 - 3,313
Fire safety cleanup - 360 360
Professional services 1,600 - 1,600
Village administrative 1,500 - 1,500
Mowing 1,035 - 1,035
Radio maintenance 2,003 - 2,003
Computer expense 503 - 503
Truck repair 14,449 - 14,449
Gas and oil 3,961 - 3,961
Printing 128 - 128
Insurance 22,033 - 22,033
Medical 3,557 - 3,557

The accompanying notes are an integral part of this statement.

PARMA SANDSTONE FIRE DEPARTMENT
GOVERNMENTAL FUNDS STATEMENT OF REVENUES, EXPENDITURES AND

THE YEAR ENDED MARCH 31, 2008
CHANGES IN FUND BALANCES
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Total
General Insurance Governmental

Fund Recovery Fund Funds

PARMA SANDSTONE FIRE DEPARTMENT
GOVERNMENTAL FUNDS STATEMENT OF REVENUES, EXPENDITURES AND

THE YEAR ENDED MARCH 31, 2008
CHANGES IN FUND BALANCES

EXPENDITURES: (Continued)
Telephone 2,464$ -$ 2,464$
Utilities 7,899 - 7,899
Building maintenance 1,682 - 1,682
Training 2,629 - 2,629
Miscellaneous 1,066 - 1,066
Memberships and dues 2,340 - 2,340
Capital outlay - Under threshold 2,266 - 2,266
Turnout cleaning - - -

Total current expenditures 163,406 660 164,066
Capital outlay 2,468 79,041 81,509

Total expenditures 165,874 79,701 245,575

EXCESS OF REVENUES OVER
(UNDER) EXPENDITURES 112,460 (9,720) 102,740

OTHER FINANCING SOURCES (USES):
Proceeds from the sale of assets - 1,125 1,125
Distributions to participating entities - (1,125) (1,125)

Total other financing sources (uses) - - -

EXCESS OF REVENUES AND OTHER FINANCING
SOURCES OVER (UNDER) EXPENDITURES
AND OTHER FINANCING USES 112,460 (9,720) 102,740

FUND BALANCE - Beginning (as restated) 99,014 19,781 118,795

FUND BALANCE - Ending 211,474$ 10,061$ 221,535$

The accompanying notes are an integral part of this statement.
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Net change in fund balances - total governmental funds 102,740$

Amounts reported for governmental activities in the statement of activities
are different because:

The effect of reporting membership dues, radio maintenance, and insurance
premiums on the full accrual basis for the statement of net assets results in
an adjustment to the expense reported in the statement of activities. (625)

Government funds report capital outlay as expenditures. However, in
the government wide statement of activities and changes in net assets,
the cost of those assets is allocated over their estimated useful lives as
depreciation expense. This is the amount of capital assets purchased in
the current period. 81,509

Depreciation expense on capital assets is reported in the government-wide
statement of activities and changes in net assets, but they do not require the
use of current financial resources. Therefore, depreciation expense is not
reported as an expenditure in governmental funds. (46,964)

Change in net assets of governmental activities 136,660$

The notes to the financial statements are an integral part of this statement.

THE YEAR ENDED MARCH 31, 2008
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PARMA SANDSTONE FIRE DEPARTMENT
NOTES TO THE FINANCIAL STATEMENTS

NOTE 1 –SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES:

The accounting policies of the Parma Sandstone Fire Department (the “Department”) 
conform to accounting principles generally accepted (GAAP) in the United States of
America as applicable to governmental units. The Governmental Accounting Standards
Board (GASB) is responsible for establishing GAAP for state and local governments
through its pronouncements.

A. Reporting Entity:

The Department was formed under the provisions of Act 33 of the Public Acts of
1951 and an agreement between Parma Township, Sandstone Charter Township,
and the Village of Parma. The purpose of the agreement is to organize a fire
department with sufficient equipment and personnel to provide fire protection to
the residents of the two townships, including the village. The agreement can be
terminated with one year’s notice.

The Department is governed by a seven member board. Each participating entity
appoints two members (one is to be a member of that entity’s board serving a four 
year term concurrent with that of their elected board term); the other is to be an at-
large member of the community and will serve a three year term (the initial at-large
member’s terms are to be staggered); the seventh member is appointed by the
entity’s board to which the Department’s board chair is a member and will serve a 
one year term.

The Department’s operations and capital equipment needs are supported by
contributions from Parma Township and Sandstone Charter Township. These
costs will be allocated based upon the proportionate taxable values of ad valorem
and industrial facilities tax rolls of the townships. For 2008, the proportions are:
Sandstone Charter Township 70.9234% and Parma Township 29.0766%.

In accordance with GAAP as established by the GASB, the Department is not a
component unit of the participating entities, and has no component units itself.
The criteria used for this determination include oversight responsibility, scope of
public services, and special relationships.

B. Government-Wide and Fund Financial Statements:

The government-wide financial statements (the statement of net assets and the
statement of activities) report information on all activities of the Department, which
are all classified as governmental activities.
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PARMA SANDSTONE FIRE DEPARTMENT
NOTES TO THE FINANCIAL STATEMENTS

NOTE 1 –SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES: (Continued)

B. Government-Wide and Fund Financial Statements: (Continued)

The statement of activities demonstrates the degree to which the direct expenses of
a function are offset by program revenues. Direct expenses are those that are
clearly identifiable with a specific function. Program revenues include 1) charges to
customers or applicants who purchase, use, or directly benefit from goods, services,
or privileges provided by a given function, and 2) grants and contributions that are
restricted to meeting the operational or capital requirements of a particular function.
Intergovernmental support and other items not properly included among program
revenues are reported as general revenues.

C. Measurement Focus/Basis of Accounting:

The government-wide financial statements are reported using the economic
resources measurement focus and the accrual basis of accounting. Revenue is
recorded when earned and expenses are recorded when a liability is incurred,
regardless of the timing of related cash flows. Grants and similar items are
recognized as revenue as soon as all eligibility requirements imposed by the provider
have been met.

Governmental fund financial statements are reported using the current financial
resources measurement focus and the modified accrual basis of accounting.
Revenue is recognized as soon as it is both measurable and available. Revenue is
considered to be available if it is collected within the current period or soon enough
thereafter to pay liabilities of the current period. For this purpose, the government
considers revenues to be available if they are collected within 60 days of the end of
the current fiscal period. Expenditures generally are recorded when a liability is
incurred, as under accrual accounting. However, expenditures relating to
compensated absences, and claims and judgments are recorded only when payment
is due.

D. Financial Statement Presentation:

The Department uses funds to maintain its financial records during the fiscal year.
Fund accounting is designed to demonstrate legal compliance and to aid
management by segregating transactions related to certain Department functions or
activities. A fund is defined as a fiscal and accounting entity with a self-balancing
set of accounts.
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PARMA SANDSTONE FIRE DEPARTMENT
NOTES TO THE FINANCIAL STATEMENTS

NOTE 1 –SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES: (Continued)

D. Financial Statement Presentation: (Continued)

The Department reports the following major funds:

General Fund –the General Fund is used to account for all financial resources
except those the Board requires to be accounted for in a separate fund.

Insurance Recovery Fund –this fund accounts for the charges to insurance
companies for fire and rescue services, schooling deposits from firefighters,
donations received, and other revenues as designated by the Board. The Board
allows the Department’s chief greater discretion in determining how these funds are 
to be used, but they are still subject to state law and Board approval.

E. Deposits and Investments:

The Department has defined cash and cash equivalents as demand deposits
(checking accounts), savings accounts, and short-term investments with an original
maturity of 90 days or less when acquired. Investments consist of certificates of
deposit with an original maturity of greater than 90 days.

Deposits and investments are reported at cost.

F. Capital Assets:

Capital assets are defined as assets with an initial individual cost of $1,000 or
greater and an estimated useful life of more than one year. Capital assets are
recorded at their cost, or fair market value for donated assets. The cost of normal
repairs and maintenance that do not add to the value of the asset or materially
extend asset lives are not capitalized. Major improvements are capitalized and
depreciated over the remaining useful lives

The Department has established the following useful lives for its assets:
Building and improvements10-40 years
Equipment 7-10 years
Office equipment 5 years
Vehicles 5-20 years

All capital assets are recorded and depreciated in the government-wide financial
statements. No long-term capital assets or depreciation are shown in the
governmental fund financial statements.
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PARMA SANDSTONE FIRE DEPARTMENT
NOTES TO THE FINANCIAL STATEMENTS

NOTE 1 –SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES: (Continued)

G. Fund Equity:

The unreserved fund balances for governmental funds represent the amount
available for financing future operations.

H. Estimates:

The preparation of financial statements in conformity with generally accepted
accounting principles requires management to make estimates and assumptions
that affect certain reported amounts and disclosures. Accordingly, actual results
could differ from those estimates.

NOTE 2 –STEWARDSHIP, COMPLIANCE AND ACCOUNTABILITY:

Formal budgetary integration is employed as a management control device during the year
for the General Fund. The budget was adopted on a modified accrual basis. The budget can
be adopted or amended by a majority vote of the Fire Board, subject to the approval of the
boards of the participating entities.

BUDGET VIOLATIONS:

Public Act #621 of 1978, Section 18(1), as amended, provides that a local unit shall not
incur expenditures in excess of the amount appropriated. The Department’s actual and 
budgeted expenditures for the budgetary funds have been shown on a line item basis,
consistent with the adopted budget.

The Department did not adopt a budget for its Insurance Recovery Fund.

For the year ended March 31, 2008 the Department incurred expenditures which were
in excess of the amounts appropriated. These variances are as follows:

FINAL OVER
BUDGET ACTUAL EXPENDITURE

Firefighter wages 47,000$ 52,131$ (5,131)$
Payroll taxes 5,317 5,709 (392)
Repairs and maintenance 3,231 3,313 (82)
Telephone 2,452 2,464 (12)
Building maintenance 1,042 1,682 (640)

Subsequent to year end, the Fire Board approved taking excess expenditures from surplus
revenue.
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PARMA SANDSTONE FIRE DEPARTMENT
NOTES TO THE FINANCIAL STATEMENTS

NOTE 3 –DEPOSITS AND INVESTMENTS:

The Board’s Treasurer is authorized by state law and a resolution from the Board to
invest surplus funds as follows in accordance with Village of Parma’s investment policy:

Certificates of deposit, savings accounts, deposit accounts or depository receipts of a
federally insured bank or credit union, but only if the bank, or credit union meets all
criteria as a depository of public funds contained in state law.

Board investment policies also address the following risks:

Interest rate risk –refers to the risk of a loss in the fair value of securities due to rising
interest rates. The Department attempts to minimize this risk by carefully analyzing the
length of times deposits are invested and cash flow needs to maximize earnings
potential while keeping interest rate risk at an acceptable level. Currently, the excess
funds of the Department are held in an interest bearing savings account at a local credit
union and certificates of deposit with the credit union and a Michigan bank.

Custodial Credit Risk –refers to the risk the Department faces due to the failure of the
issuer of a financial institution holding Department deposits. The Department does not
limit the amount that can be deposited with a financial institution. During the fiscal
year ended March 31, 2008 the Department’sdeposits exceeded the amount covered by
FDIC insurance.

The risk disclosures for the Department’s deposits are as follows:
FINANCIAL BANK

CASH AND INVESTMENTS STATEMENT AMOUNT BALANCE
Insured (FDIC) 200,000$ 200,000$
Uninsured 259,558 276,639

459,558$ 476,639$

These are reported in the financial statements as follows:
Cash 254,867$
Investments 204,691

459,558$
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PARMA SANDSTONE FIRE DEPARTMENT
NOTES TO THE FINANCIAL STATEMENTS

NOTE 4 –CAPITAL ASSETS:

Activity for capital assets of the Department is summarized below:

BALANCE BALANCE
04/01/07 ADDITIONS DELETIONS 03/31/08

Assets not being depreciated:
Land 15,000$ -$ -$ 15,000$

Assets being depreciated:
Cost:

Building and improvements 209,275 - - 209,275
Equipment 171,053 81,509 - 252,562
Office equipment 1,689 - - 1,689
Vehicles 563,417 - - 563,417
Total cost 945,434 81,509 - 1,026,943

Accumulated depreciation:
Building and improvements 143,745 5,495 - 149,240
Equipment 52,636 18,140 - 70,776
Office equipment 169 338 - 507
Vehicles 378,614 22,991 - 401,605
Total cost 575,164 46,964 - 622,128

Net assets being depreciated 370,270 34,545 - 404,815

Net capital assets 385,270$ 34,545$ -$ 419,815$

As discussed in Note 7, the beginning balances of capital assets have been restated.

NOTE 5 –DUE FROM OTHER GOVERNMENTS:

Payroll for the Department is processed by the Village of Parma and reported under the
Village’s employer identification number.  The Department is responsible for reimbursing
the Village for all taxes remitted. In the year ended March 31, 2008, the amounts transferred
to the Village were greater than the actual payroll liability. The excess amount transferred by
the Department is reported as due from other governments (the Village).

The Department’s Insurance Recovery Fund is accounted for by the Village as part of its 
Trust and Agency Fund. The balance due to the Department is reported as due from other
governments.

-15-



PARMA SANDSTONE FIRE DEPARTMENT
NOTES TO THE FINANCIAL STATEMENTS

NOTE 6 –TRANSFER OF FUNDS/DEFERRED REVENUE:

The townships are to remit funds to the Department in two transfers. The first transfer of
funds for financing the Department’s operations is to be made on or before March 15th

annually. This shall include any collections of voted millage levied for the operation and
maintenance of the Department which was collected by the townships before the end of the
immediately preceding February as part of its tax collection.

The second transfer of funds is to be made within ten calendar days after the date that the
Jackson County Treasurer funds delinquent to the townships in accordance with Michigan
Public Act 206.

Currently, the townships are collecting a special levy that started with their 2005 tax
collection and extends through their 2009 tax collection. The tax levies are intended to fund
the following fiscal year. For example, the 2007 levy is collected beginning in December
2007, with a final due date of February 14, 2008. This levy is to be used for Department
operations in its fiscal year ending March 31, 2009. Terms of the intergovernmental
agreement require the townships to distribute all tax collections to the Department by March
15. As of March 31, 2008 the Department was reporting $252,521 of these collections as
deferred revenue.

Under Department policy, new firefighters are required to advance a portion of their training
costs to the Department. This will be returned upon successful completion of training. At
March 31, 2008 the Insurance Recovery Fund held $627 of these deposits, reporting them as
deferred revenue.

NOTE 7 –FUND BALANCE/NET ASSETS:

A. Restatement:

The Department did not report the capital assets acquired with the proceeds of a federal
grant during its fiscal year ended March 31, 2007 in its financial statements. Management
believed these would be reported as assets of Parma Township, the fiscal agent for the grant.
Management later learned that Parma Township considered these to be assets of the
Department.

This restatement resulted in a $102,091 ($107,466 of assets less $5,375 of depreciation)
decrease in beginning net assets, but did not change beginning fund balance.
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PARMA SANDSTONE FIRE DEPARTMENT
NOTES TO THE FINANCIAL STATEMENTS

NOTE 7 –FUND BALANCE/NET ASSETS: (Continued)

B. Equity Allocated by Unit:

Fund balance and net assets attributable to each of the participating units is being tracked by
the Department. The General Fund surplus or deficit is allocated based on the two
townships taxable value of property according to the contract, which was 29.0766% Parma
Township and 70.9234% for Sandstone Charter Township for the year ending March 31,
2008. The equity of the Insurance Recovery Fund is allocated in accordance with the
operating allocation percentage. For Insurance Recovery Fund equity from prior to April 1,
2006, this allocation is based on 40% for each township and 20% for the Village.
Subsequent to April 1, 2006 the allocation is in accordance with the allocation for operating
equity. Investments in capital assets acquired prior to April 1, 2006 are allocated equally
between the townships and the village.

Parma Sandstone Parma
Township Charter Twsp. Village Total

General Fund:
Beginning fund balance 28,210$ 70,804$ -$ 99,014$
Current surplus (deficit) 32,700 79,760 - 112,460
Ending fund balance 60,910 150,564 - 211,474

Insurance Recovery Fund:
Beginning fund balance 7,081 10,190 2,510 19,781
Current surplus (deficit) (3,888) (3,888) (1,944) (9,720)
Ending fund balance 3,193 6,302 566 10,061

Total fund balance 64,103 156,866 566 221,535

Reconciliation to Net Assets:
Capital Assets:
Beginning equity 123,465 167,919 93,886 385,270
Current change 8,749 36,397 (10,601) 34,545
Ending equity 132,214 204,316 83,285 419,815

Prepaid Expenses:
Beginning equity 2,517 6,316 - 8,833
Current change (178) (447) - (625)
Ending equity 2,339 5,869 - 8,208

Ending net assets 198,656$ 367,051$ 83,851$ 649,558$
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PARMA SANDSTONE FIRE DEPARTMENT
NOTES TO THE FINANCIAL STATEMENTS

NOTE 8 –RISK FINANCING:

The Department is exposed to various risks of loss related to torts, theft of, damage to, and
destruction of assets; errors and omissions; injuries to employees; and natural disasters.
These risks are covered by commercial insurance purchased from independent third parties.
Settled claims from these risks have not exceeded commercial insurance coverage for the
year.

NOTE 9 –SUBSEQUENT EVENTS:

In June 2008 the Fire Board authorized the purchase of a cab & chassis for $148,790.
The completed fire apparatus is expected to be delivered in September 2009 at a total cost
of $350,000.
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REQUIRED SUPPLEMENTARY INFORMATION

Budgetary Comparison Schedule - General Fund



Variance
Original Final Favorable
Budget Budget Actual (Unfavorable)

REVENUES:
Intergovernmental:
Government contributions:

Sandstone Charter Township 124,972$ 125,261$ 187,977$ 62,716$
Parma Township 51,045 51,162 77,025 25,863

Total government contributions 176,017 176,423 265,002 88,579
Federal grants - - - -
State grants - - - -

Total intergovernmental 176,017 176,423 265,002 88,579
Charges for services - - - -
Interest - - 13,332 13,332
Donations - - - -

Total revenues 176,017 176,423 278,334 101,911

EXPENDITURES:
Public Safety:
Chief's salary 12,000 12,000 12,000 -
Officer's salaries 10,500 10,500 10,500 -
Firefighter wages 47,000 47,000 52,131 (5,131)
Payroll taxes 5,317 5,317 5,709 (392)
Workers compensation insurance 3,800 6,671 6,671 -
Chief's expenses 400 501 501 -
Office supplies 1,200 1,217 756 461
Operating supplies 3,500 3,039 710 2,329
Repairs and maintenance 2,300 3,231 3,313 (82)
Professional services 1,600 1,600 1,600 -
Village administrative 1,500 1,500 1,500 -
Mowing 1,500 1,035 1,035 -
Radio maintenance 3,500 3,500 2,003 1,497
Computer expense 1,500 1,500 503 997
Truck repair 10,000 14,450 14,449 1
Fuel 5,500 5,500 3,961 1,539
Printing 500 500 128 372
Insurance 24,717 22,226 22,033 193
Medical 2,000 6,203 3,557 2,646

The accompanying notes are an integral part of this statement.

PARMA SANDSTONE FIRE DEPARTMENT
REQUIRED SUPPLEMENTARY INFORMATION

THE YEAR ENDED MARCH 31, 2008
BUDGETARY COMPARISON SCHEDULE - GENERAL FUND
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Variance
Original Final Favorable
Budget Budget Actual (Unfavorable)

PARMA SANDSTONE FIRE DEPARTMENT
REQUIRED SUPPLEMENTARY INFORMATION

THE YEAR ENDED MARCH 31, 2008
BUDGETARY COMPARISON SCHEDULE - GENERAL FUND

EXPENDITURES: (Contiued)
Telephone 2,450$ 2,452$ 2,464$ (12)$
Utilities 9,633 9,663 7,899 1,764
Building maintenance 4,200 1,042 1,682 (640)
Training 7,600 4,000 2,629 1,371
Miscellaneous 2,200 2,200 1,066 1,134
Memberships and dues 1,100 2,340 2,340 -
Capital outlay - Under threshold 8,000 2,301 2,266 35
Turnout cleaning 2,500 2,435 - 2,435

Total current expenditures 176,017 173,923 163,406 10,517
Capital outlay - 2,500 2,468 32

Total expenditures 176,017 176,423 165,874 10,549

EXCESS OF REVENUES OVER
(UNDER) EXENDITURES - - 112,460 112,460

FUND BALANCE - Beginning 99,014 99,014 99,014 -

FUND BALANCE - Ending 99,014$ 99,014$ 211,474$ 112,460$

The accompanying notes are an integral part of this statement.
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In planning and performing our audit of the financial statements of the
governmental activities, the business-type activities, the aggregate discretely
presented components units, each major find, and the aggregate remaining
fund information of the Parma Sandstone Fire Department as of and for the
year ended March 31, 2008, in accordance with auditing standards generally
accepted in the United States of America, we considered the Parma Sandstone
Fire Department’s internal control over financial reporting (internal control) as a 
basis for designing our auditing procedures for the purpose of expressing our
opinions on the financial statements, but not for the purpose of expressing an
opinion on the effectiveness of the governmental unit’s internal control.  
Accordingly, we do not express an opinion on the effectiveness of the
governmental unit’s internal control.

Our consideration of internal control was for the limited purpose described in
the preceding paragraph and would not necessarily identify all deficiencies in
internal control that might be significant deficiencies or material weaknesses.
However, as discussed below, we identified certain deficiencies in internal
control that we consider to be significant deficiencies and other deficiencies that
we consider to be material weaknesses.

A control deficiency exists when the design or operation of a control does not
allow management or employees, in the normal course of performing their
assigned functions, to prevent or detect misstatements on a timely basis. A
significant deficiency is a control deficiency, or a combination of control
deficiencies, that adversely affects the entity’s ability to initiate, authorize,
record, process, or report financial data reliably in accordance with generally
accepted accounting principles such that there is more than a remote likelihood
that a misstatement of the entity’s financial statements that is more than 
inconsequential will not be prevented or detected by the entity’s internal 
control. We consider the following deficiencies to be significant deficiencies in
internal control.



Parma Sandstone Fire Department
Communication of Significant Deficiencies and Material Weaknesses
Page Two

2008-01 - Reliance on External Auditors for Certain Control Functions:

It is considered a significant deficiency in internal control when a governmental
entity relies upon its external auditors as part of its internal control system. In
Parma Sandstone Fire Department’s case, it relies on the external auditors to 
prepare year end financial statements required by the State of Michigan.

This is considered a significant deficiency because the Parma Sandstone Fire
Department does not have staff or an independent advisor qualified to ensure
the external auditor’s work complies with all required standards. To address
this, the Parma Sandstone Fire Department could either improve the clerk or
treasurer’s knowledge base through continuing education, or hire a CPA
independent of its audit firm to review the annual report. Management believes
that from a cost-benefit basis, neither of these solutions makes sense. We
concur with this decision.

2008 -02 - Segregation of Duties:

The Parma Sandstone Fire Department relies on Parma Village’sTreasurer and
Clerk for its accounting functions. Because of this limited staff size, there are
instances in which conflicting duties are performed by one individual. The Fire
Board needs to be aware of this situation, and maintain oversight of its
financial records.

A material weakness is a significant deficiency, or a combination of significant
deficiencies, that results in more than a remote likelihood that a material
misstatement of the financial statements will not be prevented or detected by
the entity’s internal control.  We believethat the following deficiency constitutes
a material weakness: 2008-01.

We also noted other matters which should be considered by the Fire Board.
These are reported in our attached Memorandum on Comments and
Recommendations dated August 21, 2008.

This communication is intended solely for the information and use of
management, the Fire Board, and others within the organization, and is not
intended to be and should not be used by anyone other than these specified
parties.

MARKOWSKI & COMPANY CPAs
August 21, 2008



PARMA SANDSTONE FIRE DEPARTMENT

MEMORANDUM OF COMMENTS AND RECOMMENDATIONS
FOR THE YEAR ENDED MARCH 31, 2008

We are very happy to report that the Parma Sandstone Fire Department’s 
accounting continues to show significant improvement. We found the records
to be up to date, well organized, and very easy to work with. Please find the
following items for your consideration:

1. COMPLIANCE WITH THE DEPARTMENT’S CONFLICT OF INTEREST 
POLICY

Our comment in our prior audits reflected the fact that the current conflict of
interest of policy was unworkable and needed to be revised. We noted that the
Fire Board approved making the suggested changes, but a revised document
has not been requested from the attorney.

In light of that, we would like to report that the Parma Sandstone Fire
Department had transactions totaling $4,840 with three related parties during
the year ended March 31, 2008 (including payments from the Insurance
Recovery Fund).

We would recommend that the Fire Board direct its attorney to redraft the
conflict of interest policy and submit this to the township and village boards for
approval.

2. PAYROLL REPORTING

Last year we recommended that the Parma Sandstone Fire Department should
get its own Federal Employer Identification Number and report its payroll
separate from that of the Village. This process is underway, and is expected to
be completed soon. This will provide more accurate reporting of tax and payroll
related insurance expenses in the future.

3. BOARD MINUTES

During our audit, the minutes for the April 2007 meeting could not be found. It
is important that the Department keep a complete and accurate record of its
Board meetings. We suggest that a minute book be maintained in the Fire
Chief’s office, and that all Board meeting minutes be promptly filed after Board 
approval is received.



Parma Sandstone Fire Department
Memorandum of Comments and Recommendations
March 31, 2008
Page Two

4. EQUITY ALLOCATION

Under the present terms of the Intergovernmental Agreement, the funding of the
Department and subsequent allocation of equity in the Department are based
upon the Taxable Values of property within each participating township. We
suggest that the Board consider revising this Agreement to reflect the quirks of
Michigan property tax law. As it stands, a property with $1,000 of taxable
value in Sandstone Township would have paid $1.20420 of tax to support the
Fire Department. A property in Parma Township with a taxable value of $1,000
would have paid $1.23990. This is based on the 2007 millage rate as reduced
by the Headlee limitations

Our suggestion would be to base the Department funding on the amount of
taxes levied rather than the taxable value of properties, as this would result in a
more realistic allocation.

CONCLUSION

We would like to thank the Village clerk, Katie Cotey, Village treasurer, Mary
France, and the Acting Chief Ed Smith for their cooperation and patience
during the audit process.

If anyone has questions regarding the items discussed in our memorandum, or
if we can be of assistance with the implementation of any suggested changes,
please feel free to contact us.


